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On Dec. 12 in Washington, the International Monetary Fund (IMF) announced approval of a 12month US$105 million stand-by agreement with the Ecuadoran government. At the government's
request, 25% of five disbursements will be reserved to support eventual foreign debt reduction
arrangements with commercial bank creditors. As of Sept. 30, Quito's interest arrears owed foreign
commercial banks totaled US$1.75 billion. The IMF agreement assumes resumption of partial
payments to the banks, and debt refinancing under "Brady Plan" terms. On Dec. 14, government
officials in Quito reported that the letter of intent delivered to the IMF summarizes economic
policy measures aimed at "the recovery of economic growth, which will permit reduction of the
unemployment rate and improved living conditions...The program up to August 1992 [the end of
President Rodrigo Borja's term] is directed at reducing inflation, expanding the nation's productive
base, and further strengthening of the export sector." Next, the government insisted that "the
viability of [the 1992 policy program] depends as well on arriving at a permanent solution to the
foreign debt problem via negotiating a package with foreign commercial banks which permits global
reduction of debt principal and service." Quito has rejected a partial and short-term refinancing
deal, opting instead for an "agreement...based on the economy's capacity to pay." The IMF was
informed that until a "permanent solution" to the debt owed commercial banks is worked out,
"Ecuador will not be capable of more than partial interest payments to the banks, or equal to
approximately 30% of scheduled amounts due in 1991 and 1992." The government's economic policy
program targets as specified in the letter of intent follow: * Consumer price inflation of about 45%
to 50% by June next year, and 25% by year-end 1992. * GDP growth of 2.6% in 1991, and 3% in 1992.
* Recovery of public sector savings from 7.7% of GDP in 1990, to 6% in 1991, and 7.3% in 1992. *
Federal government spending reduction from the equivalent of 19% of GDP in 1991 to 18.7% in
1992. * Central Bank financial loss reduction from 2.8% of GDP this year to 1.5% in 1992. * Budget
reform legislation will be submitted to the national congress for approval. * Price hikes on state-run
company goods and services. According to World Bank statistics, the Ecuadoran government owes
foreign lenders US$12.105 billion. (Basic data from Agence France-Presse, 12/12/91, 12/14/91)
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